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(4) The Agency expects that upon dis-
covery of a condition not in compli-
ance with the standards listed in this 
section that the borrower will remedy 
the situation in a timeframe required 
by the Agency. The Borrower must pro-
vide documentation and justification 
for any failure to meet such timeframe. 
Properties with deficiencies in the 
process of being addressed will not be 
deemed to be out of compliance unless 
there are so many deficiencies that it 
would result in a declaration of sub-
stantial noncompliance and call into 
questions the viability of the property 
and the effectiveness of the borrower’s 
maintenance program. Failure to make 
such corrections or repairs constitutes 
a non-monetary default under 
§ 3560.452(e). 

(b) Maintenance systems. Borrowers 
must establish the following mainte-
nance systems and must describe these 
systems in their management plan. 

(1) A system for routine mainte-
nance, including: 

(i) Regular maintenance tasks that 
can be prescheduled or planned; and 

(ii) Tasks performed on a regular 
basis to maintain compliance with the 
standards established in paragraph 
(a)(3) of this section. 

(2) A system for responsive mainte-
nance including: 

(i) A process for responding to re-
quests for maintenance from tenants; 

(ii) A process for responding to unex-
pected malfunctions of equipment or 
damages to building systems such as a 
furnace breakdown or a water leak; and 

(iii) A ‘‘work order’’ process for man-
aging and tracking responses to main-
tenance requests and the performance 
of maintenance tasks. 

(3) A system for preventive mainte-
nance including: 

(i) Maintenance of mechanical sys-
tems, building exteriors, elevators, and 
heating and cooling systems which re-
quire specially trained personnel; and 

(ii) Maintenance that supports en-
ergy-efficient operation of the housing 
project. 

(4) A system for correcting defi-
ciencies identified by periodic inspec-
tions, which must include: 

(i) A move-in inspection; 
(ii) A move-out inspection; and 

(iii) An annual inspection of occupied 
units. 

(c) Capital budgeting and planning. (1) 
Borrowers must develop a capital budg-
et as part of their annual housing 
project budget required under § 3560.303. 
The capital budget must include an-
ticipated expenditures on the long- 
term capital needs of the housing 
project to assure adequate mainte-
nance and replacement of capital 
items. 

(2) If the borrower requests an in-
crease in the project’s reserve for re-
placement account, the borrower must 
have a capital needs assessment pre-
pared and submitted to the Agency to 
reflect anticipated needs of the housing 
project for replacement of capital 
equipment and systems. The cost for 
preparation of a capital needs assess-
ment will be approved by the Agency 
as an eligible housing project expense 
provided the capital needs assessment 
is reasonable in cost and meets Agency 
requirements. 

(3) [Reserved] 
(4) As a part of the annual budget 

process, borrowers may request an in-
crease in the amount to be contributed 
and held in the housing project reserve 
account to fund the needs identified in 
an Agency-approved capital needs as-
sessment. 

(5) At any time, borrowers may re-
quest and the Agency may approve 
amendments to loan or grant docu-
ments to increase the amount of funds 
to be contributed and held in a reserve 
account to cover the cost of capital im-
provements based on the needs identi-
fied in an Agency approved capital 
needs assessment. Borrowers must as-
sure improvements are performed as 
specified in the capital needs assess-
ment. 

§ 3560.104 Fair housing. 

(a) General. Borrowers must comply 
with the requirements of the Fair 
Housing Amendments Act of 1988, and 
this section to meet their fair housing 
responsibilities. 

(b) Affirmative Fair Housing Marketing 
Plan. (1) Borrowers with housing 
projects that have four or more rental 
units must prepare and maintain an 
Affirmative Fair Housing Marketing 
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Plan (AFHMP) as defined in 24 CFR 
part 200, subpart M. 

(2) Loan or grant applicants must 
submit an AFHMP for Agency approval 
prior to loan closing or grant approval. 
Plans must be updated by the borrower 
whenever components of the plan 
change. 

(3) Borrowers must post the approved 
AFHMP for public inspection at the 
housing project site, rental office, or at 
any other location where tenant appli-
cations for the project are received. 

(4) When developing the plan, the fol-
lowing items must be considered by the 
borrower: 

(i) Direction of marketing activities. 
The plan should be designed to attract 
applications for occupancy from all po-
tentially eligible groups of people in 
the housing marketing area, regardless 
of race, color, religion, sex, age, famil-
ial status, national origin, or dis-
ability. The plan must show which ef-
forts will be made to reach very low-in-
come or low-income groups who would 
least likely be expected to apply with-
out special outreach efforts. 

(ii) Marketing program. The applicant 
or borrower should determine which 
methods of marketing such as radio, 
newspaper, TV, signs, etc., are best 
suited to reach those very low-income 
or low-income groups who are in the 
market area but who are least likely to 
apply for occupancy. Marketing must 
not rely on ‘‘word of mouth’’ adver-
tising. 

(A) Advertising. (1) Frequency. The 
borrower should advertise availability 
of housing units in advance of their 
availability to allow time to receive 
and process applications. Advertising 
by newsprint or electronic media must 
occur at least annually to promote 
project visibility, even if there is an 
adequate waiting list. 

(2) Posters, brochures, etc. Any radio, 
TV or newspaper advertisement, pam-
phlets, or brochures used must identify 
that the complex is operated on an 
equal housing opportunity basis. This 
must be done through the use of the 
equal housing opportunity statement, 
slogan, or logo type. Copies of the pro-
posed material must be sent when re-
questing approval of the plan. 

(B) Community contacts. Community 
leaders and special interest groups 

such as community, public interest, re-
ligious organizations, and organiza-
tions for the disabled must be con-
tacted. Owners and managers of 
projects with fully accessible apart-
ments must adopt suitable means to 
ensure that information regarding the 
availability of accessible units reaches 
eligible persons with disabilities. In ad-
dition, owners and managers of elderly 
housing must ensure that information 
regarding eligibility reaches people 
who are less than 62 years old but who 
are eligible because they are disabled. 
Appropriate contacts are with physical 
rehabilitation centers, hospitals, work-
shops for the disabled, commissions on 
aging, and veterans organizations. 

(C) Rental staff. All staff persons re-
sponsible for renting the units must 
have had training provided on Federal, 
state, and local fair housing laws and 
regulations and in the requirements of 
fair housing marketing and in those ac-
tions necessary to carry out the mar-
keting plan. Copies of instructions to 
the staff regarding fair housing and a 
summary of the training they have re-
ceived must be attached to the plan 
when requesting approval. 

(iii) Marketing records. Records must 
be maintained by the borrower reflect-
ing efforts to fulfill the plan. These 
records will be reviewed by the Agency 
during civil rights compliance reviews. 
Plans will be updated as needed. 

(c) Accommodations and communica-
tion. The borrower must take appro-
priate steps to ensure effective commu-
nication with applicants, tenants, and 
members of the public with disabil-
ities. At a minimum, the following 
steps must be taken: 

(1) Furnish appropriate auxiliary aids 
(electronic, mechanical, or personal as-
sistance) where necessary, to afford an 
individual with disabilities an equal 
opportunity to participate in and enjoy 
the benefits of Agency financed hous-
ing. 

(i) In determining what auxiliary 
aids are necessary, the borrower must 
give primary consideration to the re-
quests of individuals with disabilities. 

(ii) The borrower is not required to 
provide individually prescribed devices, 
readers for personal use or study, or 
other devices of a personal nature. 
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(2) Where a borrower communicates 
with applicants and tenants by tele-
phone, telecommunication devices for 
deaf persons or equally effective com-
munication systems must be available 
for use. 

(3) The borrower must implement 
procedures to ensure that interested 
persons, including persons with im-
paired vision or hearing, can obtain in-
formation concerning the existence 
and location of accessible services, ac-
tivities, and facilities in the housing 
project and community. 

(4) The borrower is required to pro-
vide reasonable accommodations at the 
project’s expense unless doing so would 
result in undue financial or adminis-
trative burden on the project. Exam-
ples of reasonable accommodations 
may include such items as the installa-
tion of grab bars, ramps, and roll-in 
showers. Reasonable accommodations 
may also include the modification of 
rules or policies such as permitting a 
disabled tenant to have a two-bedroom 
unit to accommodate a resident assist-
ant or to permit a disabled tenant to 
have a companion animal. The decision 
whether the requested accommodation 
is reasonable or unreasonable or 
whether to provide the accommodation 
would cause an undue financial or ad-
ministrative burden lies with the bor-
rower and would be for the borrower to 
defend should a complaint subse-
quently be filed. Borrowers may wish 
to consult with their legal counsel 
prior to denying a request. If the bor-
rower takes the position that providing 
an accommodation would cause an 
undue financial or administrative bur-
den, the borrower must permit the ten-
ant to make reasonable modifications 
at the tenant’s expense. Requests for 
reasonable accommodations must be 
handled in accordance with the man-
agement plan. 

(d) Housing sign requirements. (1) A 
permanent sign identifying the housing 
project is required for all housing 
projects approved on or after Sep-
tember 13, 1977. Permanent signs are 
recommended for all housing projects 
approved prior to September 13, 1977. 
The sign must meet the following re-
quirements: 

(i) Must be located at the primary 
site entrance and be readable and rec-
ognizable from the roadside; 

(ii) Must be located near the site 
manager’s office when the housing 
project has multiple sites and portable 
signs must be placed where vacancies 
exist at other site locations of a ‘‘scat-
tered site’’ housing project; 

(iii) May be of any shape; 
(iv) Must be not less than 16 square 

feet of area for housing projects with 8 
or more rental units (smaller housing 
projects may have smaller signs); 

(v) Must be made of durable material 
including its supports; 

(vi) Must include the housing project 
name; 

(vii) Must show rental contact infor-
mation including but not limited to 
the office location of the housing 
project and a telephone number where 
applicant inquiries may be made; 

(viii) Must show either the equal 
housing opportunity logotype (the 
house and equal sign, with the words 
equal housing opportunity underneath 
the house); the equal housing oppor-
tunity slogan ‘‘equal housing oppor-
tunity’’; or the equal housing oppor-
tunity statement, ‘‘We are pledged to 
the letter and spirit of U.S. policy for 
the achievement of equal housing op-
portunity throughout the nation. We 
encourage and support an affirmative 
advertising and marketing program in 
which there are no barriers to obtain-
ing housing because of race, color, reli-
gion, sex, handicap, familial status, or 
national origin.’’ If the logotype is 
used, the size of the logo must be no 
less than 5 percent of the total size of 
the project sign. 

(ix) May display the Agency or De-
partment logotype; and 

(x) Must comply with state and local 
codes. 

(2) Accessible parking spaces must be 
reserved for individuals with disabil-
ities by a sign showing the inter-
national symbol of accessibility. The 
sign must be mounted on a post at a 
height that is readily visible from an 
occupied vehicle. In snow areas, the 
sign must be visible above piled snow. 
If there is an office, the designated 
parking space must be van accessible. 
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(3) When the continuous unob-
structed ingress or egress disabled ac-
cessibility route to a primary building 
entrance is other than the usual or ob-
vious route, the alternate route for dis-
abled accessibility must be clearly 
marked with international accessi-
bility symbols and directional signs to 
aid a disabled person’s ingress or egress 
to the building, through an accessible 
entrance, and to the accessible com-
mon use and public and living areas. 

§ 3560.105 Insurance and taxes. 

(a) General. Borrowers must purchase 
and maintain property insurance on all 
buildings included as security for an 
Agency loan. Also, borrowers must fur-
nish fidelity coverage, liability insur-
ance, and any other insurance coverage 
required by the Agency in accordance 
with this paragraph to protect the se-
curity of the asset. Failure to maintain 
adequate insurance coverage or pay 
taxes may lead to a non-monetary de-
fault under § 3560.452(c). 

(b) General insurance requirements. All 
insurance policies must meet the re-
quirements established by the loan 
documents and this section. 

(1) At loan closing, prior to loan ap-
proval, applicants must provide docu-
mentary evidence that insurance re-
quirements have been met. The bor-
rower must maintain insurance in ac-
cordance with requirements of their 
loan or grant documents and this sec-
tion until the loan is repaid or the 
terms of the grant expire. 

(2) Insurance companies must meet 
the requirements of paragraph (e) of 
this section. 

(3) Insurance coverage amount, 
terms, and conditions must meet the 
requirements of paragraph (f) of this 
section. 

(4) The Agency must be named as loss 
co-payee on all property insurance 
policies where it holds first lien posi-
tion. The Agency must be named as an 
additional insured if its lien position is 
other than first. 

(c) Borrower failure or inability to meet 
insurance requirements. The Agency will 
take the following actions in cases 
where a borrower is unwilling or un-
able to meet the Agency’s insurance re-
quirements: 

(1) The Agency will obtain insurance 
for Agency financed property if the 
borrower fails to do so. If borrowers 
refuse to pay the insurance premium, 
the Agency will pay the insurance pre-
mium and charge the premium pay-
ment amount to the borrower’s Agency 
account and will place the borrower in 
default as described in § 3560.452(c). 

(2) If borrowers habitually fail to pay 
premiums in a timely manner, the 
Agency will require borrowers to es-
crow amounts appropriate to pay in-
surance premiums. 

(3) If insurance that meets the Agen-
cy’s specified requirements is not 
available (e.g. flood or hurricane insur-
ance), the Agency may accept the in-
surance policy that most nearly con-
forms to established requirements. 

(4) If the best insurance policy a bor-
rower can obtain at the time the bor-
rower receives the loan or grant con-
tains a loss deductible clause greater 
than that allowed by paragraph (f)(8) of 
this section, the insurance policy and 
an explanation of the reasons why 
more adequate insurance is not avail-
able must be submitted to the Agency 
prior to loan or grant approval. 

(d) Credits, refunds, or rebates. Bor-
rowers must credit any refund or re-
bate from an insurance company to the 
project’s general operating account or 
reserve account. 

(e) Insurance company requirements. 
All insurers, insurance agents, and bro-
kers must meet the following require-
ments: 

(1) Be licensed or authorized to do 
business in the state or jurisdiction 
where the housing project is located; 
and 

(2) Be deemed reputable and finan-
cially sound as determined by the 
Agency. 

(f) Property insurance. The following 
conditions apply to property insurance 
purchased for Agency-financed housing 
projects. 

(1) At a minimum, borrowers must 
obtain the following types of property 
insurance: 

(i) Hazard insurance. A policy which 
generally covers loss or damage by fire, 
smoke, lightning, hail, explosion, riot, 
civil commotion, aircraft, and vehicles. 
These policies may also be known as 
‘‘Fire and Extended Coverage,’’ 

VerDate Aug<31>2005 12:58 Mar 03, 2008 Jkt 214026 PO 00000 Frm 00533 Fmt 8010 Sfmt 8010 Y:\SGML\214026.XXX 214026eb
en

th
al

l o
n 

P
R

O
D

P
C

74
 w

ith
 C

F
R


